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10.

Gross Debt Service:
Debt Service
Ongoing Financing Expenses

Total
Credit Applied -
Reinvestment Earnings
R&C Fund Reimbursement Required
by the Investment Policy

Net Reinvestment Earnings

Net Debt Service
Operations

Maintenance

Renewals & Replacements
Indirect Labor (IPSC)
Taxes

Risk Management
Administrative & General”

Fixed Fuel

Total Minimum Costs

Variable Cost Component

TOTAL OPERATING BUDGET

* Excludes SCPPA.

OPERATING BUDGET SUMMARY
($000)

$295,629 $7,497 $303,126
4,876 124 5,000
300,505 7,621 308,126
($10,645) ($260) ($258) ($11,163)
$2,135 $52 $2,187
($8,510) ($208) ($258) ($8,976)
291,994 7414 (258) 299,150
23,114 922 5,062 29,097
31,523 275 4,142 35,940
28,100 923 1,542 30,565
17,357 707 18,064
17,160 505 3,899 21,564
2,448 29 775 3,252
8,090 57 191 8,338
150,739 150,739
570,526 10,124 16,059 596,709
6,778 6,778
$577,304 $10,124 $16,059 $603,487

NOTE: Columns/Rows may not add due to rounding.




SUMMARY OF REVENUES AND REQUIRED DEPOSITS
($000)

Total Projected Revenues to be Received

into Revenue Fund $614,650
Projected Reinvestment Earnings (11,163)
Amount to be billed to Purchasers taking power $603,487

Operating Fund

Operations $29,097

Maintenance 35,940

Indirect Labor (IPSC) 18,064

Taxes 21,564

Risk Management 3,252

Administrative & General 8,338

Fixed Fuel Costs 150,739

Variable Fuel Costs 6,778

Ongoing Financing Expenses 5,000 $278,772
Debt Service Fund - Debt Service Account 166,498
Subordinated Indebtedness Fund - Debt Service Account 125,465
Reserve and Contingency Fund

- Renewal and Replacement Account 30,565

- Reserve Account 2,187
Total Required Deposits $603,487

NOTE: Columns/Rows may not add due to rounding.



PURCHASERS' SHARE OF BUDGET
ENTITLEMENT SHARES OF PROJECT PURCHASERS

California Purchasers
Los Angeles Department of
Water & Power 44.617% 17.852% 62.469% 69.534%

Anaheim 13.225% 0.000% 13.225% 17.647%
Riverside 7.617% 0.000% 7.617% 10.164%
Pasadena 4.409% 1.563% 5.972% 5.883%
HBumank 3.371% 0.782% 4.153% 4.498%
Glendale 1.704% 0.493% 2.197% 2.274%
Subtotal 74.943% 20.690% 95.633% 100.000%
Utah Power & Light 4.000% 0.000% 4.000%
Lutah Municlpal Purchasers

Murray City 4.000% -3.892% 0.108% 18.996%

Logan City 2.469% -2.469% 0.000% 11.725%

Bountiful 1.695% -1.493% 0.202% 8.050%

Kaysville City 0.739% -0.733% 0.006% 3.510%

Heber Light & Power 0.627% -0.622% 0.005% 2.978%

Hyrum City 0.551% -0.547% 0.004% 2617%

Fillmore City 0.512% -0.512% 0.000% 2.431%

Ephraim 0.503% -0.499% 0.004% 2.389%

Lehi City 0.430% -0.398% 0.032% 2.042%

Beaver City 0.413% -0.413% 0.000% 1.961%

Parowan City 0.364% -0.361% 0.003% 1.729%

Price 0.361% -0.361% 0.000% 1.714%

Mount Pleasant 0.357% -0.357% 0.000% 1.695%

Enterprise 0.199% -0.198% 0.001% 0.945%

Morgan City 0.190% -0.190% 0.000% 0.902%

Hurricane 0.147% -0.148% 0.001% 0.698%

Monroe City 0.130% -0.129% 0.001% 0.617%

Fairview 0.120% -0.120% 0.000% 0.570%

Spring City 0.060% -0.060% 0.000% 0.285%

Holden 0.048% -0.048% 0.000% 0.228%

Meadow 0.045% -0.045% 0.000% 0.214%

Kanosh 0.040% +0.040% 0.000% 0.190%

Oak City 0.040% -0.040% 0.000% 0.190%

Subtotal 14.040% -13.674% 0.366% 66.676%

Utah Cooperative Purchasers
fMoon Lake 2.000% -2.000% 0.000% 9.498%

Mt. Wheeler 1.786% -1.786% 0.000% 8.482%

Dixie-Escalante 1.534% -1.534% 0.000% 7.285%

Garkane 1.267% -1.267% 0.000% 6.017%

Bridger 0.230% -0.230% 0.000% 1.092%

Flowell 0.200% -0.200% 0.000% 0.950%

Subtotal 7.017% -7.017% 0.000% 33.324%

TOTAL 100.000% 0.000% 100.000% 100.000% 100.000%




SUMMARY OF ANNUAL BUDGETED AMOUNTS (1)

PURCHASERS' SHARE OF BUDGET

($000)
California Purchasers
Los Angeles Department of
Water & Power $255,411 $0 $9,561 $109,166 $374,137 $4,234 $378,371
Anaheim 75,707 0 2,834 0 78,541 896 79,437
Riverside 43,604 0 1,632 0 45,236 516 45,752
Pasadena 25,239 0 945 9,560 35,744 405 36,149
Burbank 19,297 0 722 4,784 24,804 282 25,085
Glendale 9,755 0 365 3,014 13,134 149 13,282
JSubtotaI 429,010 0 16,059 126,524 571,595 6,482 578,076
Utah Power & Light 22,898 0 0 0 22,898 271 23,169
Utah Municipal Purchasers
Murray City 22,350 1,864 0 (23,561) 653 7 660
Logan City 13,795 1,151 0 (14,946) 0 0 0
Bountiful 9,471 790 0 (9,039) 1,222 14 1,236
Kaysville City 4,129 344 0 (4,440) 34 ] 34
Heber Light & Power 3,503 292 0 (3,767) 29 0 29
Hyrum City 3,079 257 0 (3.310) 25 0 25
Fillmore City 2,861 239 0 (3.099) 0 0 0
Ephraim 2,810 234 0 (3.022) 23 0 23
Lehi City 2,403 200 0 (2412) 191 2 193
Beaver City 2,308 192 0 (2,500) 0 0 [}
Parowan City 2,034 170 0 (2,187) 16 0 16
Price 2,017 168 [} (2,185) /] [ 0
Mount Pleasant 1,995 166 0 (2,161) 0 0 0
Enterprise 1,112 93 0 (1.196) 9 0 9
Morgan City 1,062 89 0 (1,150) 1] 0 0
Hurricane 821 69 0 (883) 7 2 9
Monroe City 726 61 0 (781) 6 0 6
Fairview 670 56 0 (726) 0 [+ 0
Spring City 335 28 0 {363) 0 0 [y}
Holden 268 22 o (291) ] [} [}
Meadow 251 21 0 (272) 0 0 1]
Kanosh 223 19 0 (242) 0 [} 0
Qak City 223 19 0 (242) 0 0 0
Sutotal 78,447 6,544 [1] (82,775) 2,216 25 2,241
Utah Cooperative Purchasers
|Moon Lake 11,449 1,020 0 (12.470) 0 0 1]
Mt. Wheeler 10,224 811 0 (11,135) 0 0 0
Dixie-Escalante 8,781 783 [ (9.564) 0 0 0
Garkane 7.253 646 0 (7.899) 0 0 0
Bridger 1,317 117 0 {1.434) 0 0 0
Flowell 1,145 102 0 {1,247) 0 0 0
Subtotal 40,169 3,580 0 (43,749) 0 0 0
TOTAL $570,527 $10,124 $16,059 0 _$596,709 $6,778 $603,487 |

(1) Excludes SCPPA Debt Service.

(2) Utah In Lieu of Ad Valorem Taxes are not allocated to the Utah Municipals.
(3) Based on monthly forecasts of anticipated energy amounts provided by the Participants taking power in 2004-2005, Includes Excess Power

Sales Agreement amounts.

NOTE: Column/Rows may not add due to rounding.
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IPP ANNUAL COST ESTIMATE
PURCHASERS' COST OF POWER

NET OF IPP PREPAYMENT AGREEMENT
NOTE PAYMENTS
($000)

The IPP Prepayment Agreement grants to each California Purchaser the right, but not the obligation, to prepay a
portion of its IPP Power Bills. The amount prepaid is used to retire outstanding publicly-held indebtedness and the
California Purchaser making such prepayment receives a promissory note (Prepayment Note) which is junior and
subordinate to all outstanding publicly-held indebtedness. Payments to the Prepayment Noteholder are due
in the same years, and in the same amounts (subject to certain adjustments), as the principal of and interest on the
publicly-held indebtedness retired by the prepayment amount. The Prepayment Note payments are applied as a
reduction of the Prepayment Noteholder's IPP Power Bills. The California Purchasers' cost of power after
reduction of the Prepayment Note Payments is as follows:

Los Angeles Department

of Water & Power $378,371 ($113,151) $265,220 8,690,844 30.52
Anaheim $79,437 $79,437 1,840,107 43.17
Riverside $45,752 $45,752 1,059,818 43.17
Pasadena $36,149 $36,149 830,892 43.51
Burbank $25,085 $25,085 577,843 43.41
Glendale $13,282 $13,282 305,641 43.45

(1) IPA Annual Budget only, excludes SCPPA debt service.




PROJECTED REINVESTMENT EARNINGS
($000)

Operating Fund 1.80% $450

Debt Service Fund:

Debt Service Account 1.55% 930
Debt Service Reserve Account 3.13% 7.481

Subordinated lndebtednéss Fund -
Debt Service Account 1.55% 31

Reserve and Contingency Fund:

Renewal & Replacements 1.55% 155
Reserve Account 2.34% 935
Self-Insurance Fund 1.55% 116
General Reserve Fund 2.34% 1,065
Total Projected Reinvestment Earnings 11,163

Less - R&C Fund Reimbursement Required
by the Investment Policy (2,187)

Total Projected Reinvestment Earnings
Available for Debt Service $8,976




TAX SCHEDULES
UTAH IN LIEU OF AD VALOREM TAXES

($000)

Beaver County

Carbon County
Emery County
Iron County
Juab County
Millard County
Salt Lake County
Utah County

Washington County

Subtotal

Rolling Stock Tax

Adjudication Costs

TOTAL

$9,201 0.01080 $67
386 0.01036 4

163 0.01227 2
8,338 0.00983 82
8,483 0.01132 96
1,229,978 0.01002 12,324
21 0.01089 0
13,127 0.01166 153
8,668 0.00934 81
$1,278,365 0.00908 12,809
15

100

$12,924




TAX SCHEDULES
GROSS RECEIPTS TAX
(§000)

$0 $10,000
10,001 500,000
500,001 1,000,000
1,000,001 and over
TOTAL

$10,000

490,000

97,972

$597,972

0.0000
0.8613
1.3214

1.7520

4,220

1,295

$5,515




Year at a Glance

Intermountain Power Project
Operating Budget for 2004-2005

o The Operating Budget for 2004-2005 is $603.5 million for the Generating Station and the Northern

and Southern Transmission Systems.

This is an increase of about $9.4 million (1.6%) from last

year’s budget. As you may recall, last year’s budget was the lowest in project history. This year’s
budget is the second lowest in history.

e We expect to set records for plant output during this budget year as the plant produces about 500,000
MW-hrs more than the previous year. This is a result of the recent upgrades that have now been
completed. You will note that even though our budget is up slightly, the cost per KWH is the lowest

€VCI.

e The major reason for the increase in the budget is that we expect to burn nearly 10% more coal this
year as a result of the plant upgrades and a slight decrease in the heating value of the coal. In the last
two years, we have added 140 MW of new net capacity to the plant. The increase in the coal
purchases account for $8.5 million.

Cost Component 2003-04 Budget | 2004-05 Budget| % Change ‘Comment
Slight increase as a result of various bond maturityf
Net Debt Service $297,097 $299,150 0.69% __ ates.
Cost for buming additional estimated 500,000 tons
Fixed Fuel $142,115 $150,739 6.07% _ lof coal.
ajor upgrades completed. No new coal
Renewals & Replacements $39,273 $30,565 -22.17% Jinvestments in this fiscal year.
Maintenance ' $35,714 $35,940 0.63% |salary increase offset by other reductions.
Slight increase reflects salary increases and less
Operations $27,549 $29,097 5.62% ifiyash revenue. 7 7
- [Taxes $21,001 $21,564 2.68% o significant change.
Reflects increasing pension and medical costs.
Indirect Labor (IPSC) $15,478 $18,064 16.69% |Requires payment for pension underfunding.
Variable Fuel $6,819 $6.778 -0.60%  |No significant change.
) ncreases for Dairy lawsuit, Unit 3 study, cormrected
Administration & General $5,647. $8,338 47.65% _ budgeting for employes costs.
Risk Management $3,399 $3,252 -4.32% [slightly improved insurance market.
IPSC Staffing 491 491 0.00%  [Nochange.
Net Generation (MWH) 13,040,821 13,610,354 3.65% _[Result of recent plant upgrades.
Mills’tKkWH @ 1GS 44.24 43.65 -1.33% [Slight decrease in power cost.
Budgeted Capacity Factor 88% _ 88% 0.00% __ INochange.
otal $594,092 $603,487 1.58% [Slight increase resulting from extra coal burn.
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1. NET DEBT SERVICE

427

419

Gross Debt Service (IPA)

Provides $308,126,000 for the payment of principal and interest on revenue bonds
sold to finance construction of the Generating Station and Common Facilities and
the Northern Transmission System. Also included are ongoing financing-related
fees and expenses for Trustee, Bond Counsel, Remarketing Agent, Financial
Advisor, Line of Credit Banks, etc. Gross Debt Service is allocated among the
components in conformance with the Cost Allocation Procedure for Operations.

Pursuant to the Southern Transmission System Agreement, the Southern
California Public Power Authority has provided funds for the construction of the
Southern Transmission System. The California Purchasers are billed directly for
this debt service.

Reinvestment Earnings

Provides net credit for estimated earnings of $8,976,000 as a return on available
funds invested by Intermountain Power Agency. This includes a reimbursement
of $2,187,000 required by the investment policy. The reimbursement results from

" the “mark to market” valuation of funds with stipulated balances on June 30,

2003.

Budgeted reinvestment earnings represent interest received on all funds managed
by Intermountain Power Agency. Total reinvestment earnings are comprised of
actual interest earnings received and the net of capital gains and losses realized, to
the extent available as determined by fund valuations done in connection with the
annual reconciliation of funds. Reinvestment eamings reduce Gross Debt Service
and are allocated among project components in conformance with the Cost

Allocation Procedure for Operations.

2.  OPERATIONS

500

Supervision and Engineering

Provides $4,459,000 for labor and expenses incurred in general supervision and
direction of the operation of the Generating Station, including:

o IPSC — Direct costs for Operations Department’s administrative, support,
and second-level supervisory personnel.

o Allocation of IPSC Administrative expense in conformance with the Cost
Allocation Procedure for Operations.

-17 -
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2. OPERATIONS (Continued)

501

Fuel

501.1

501.2

Allocation of [PSC Technical Services expense in conformance with the
Cost Allocation Procedure for Operations.

Fuel Handling

Provides $2,446,000 for labor and expenses incurred in the unloading of
coal from shipping media to storage point, movement and handling of coal
in storage, operation of mechanical equipment related to the coal pile and
routine analysis of coal, including:

. IPSC - Direct costs for Operations Department’s Fuel and Ash
handling personnel.
. IPSC - Direct costs for Technical Services Department’s Fuel

Laboratory personnel engaged in coal sampling activities.

. IPSC - Credit for revenues received from the sale of fly ash.

Railcar Service Center

Provides $1,848,000 for labor and expenses incurred at the Railcar Service
Center, consisting of a railcar switching facility, storage track and a
maintenance and repair shop to service the bottom-dump coal cars owned

by IPA, including:

. IPSC - Direct costs for Maintenance Department’s Railcar Service
Center personnel. :
. IPSC — Credit for revenues received from maintenance services on

Sierra Pacific and others railcars.

. Allocation of IPSC Administrative expense in conformance with
the Cost Allocation Procedure for Operations.

. Allocation of IPSC Technical Services expense in conformance
with the Cost Allocation Procedure for Operations.

. Allocation of IPSC Warehouse expense in conformance with the
Cost Allocation Procedure for Operations.

- 18 -



2.0 OPERATIONS (Continued)

501.3 Fuel Administration

Provides $1,876,000 for labor and expenses incurred in arranging for the
purchase and transportation of fuel, including;:

o DWP — Direct costs for Fuels Administration personnel engaged in
contract administration activities related to the procurement and
transportation of fuel.

. Operation costs associated with wholly owned IPA coal properties.

502 and 505 Allocable Operating Expenses

For budgetary purposes, nonsupervisory and nonfuel related costs which cannot
be charged in total to steam (Account 502) or to electric (Account 505) are

~ allocated in the following manner: 67 percent to steam and 33 percent to electric.
This allocation is necessary since it is difficult or impossible to separate
accurately most ongoing operational expenses between these two FERC accounts.
These percentages are based on an analysis of historical data of similar coal-fired
facilities and review of the operating characteristics of the Intermountain

Generating Station (IGS).

Note: Since the allocation is all within the IGS component and does not affect
billing, this is not part of the Cost Allocation Procedure for Operations. -

Expenses allocated between steam and electric accounts include:

e IPSC - Direct costs of nonfuel Operations Department personnel related to
continuous shift operations of the IGS which support both steam generation

and electrical activities.

e IPSC - Direct costs for Technical Services Department’s engineering services
_ and environmental services personnel.

o DWP — Direct engineering support related to operations including
participation in work groups, operating studies, test lab, and miscellaneous

operating support.

-19 -



2.0

502

505

506

556

OPERATIONS (Continued)

Steam Expense

Provides a total of $8,255,000 consisting of both the 67 percent of allocable
operation expenses listed above, and the following expenses which are
100 percent attributable to the production of steam for electric generation.

] IPSC — Direct costs for Technical Services Department’s Laboratory
Services personnel including chemicals for water treatment.

] IPSC — Purchase of limestone for removal of sulfur dioxide.

Electric Expense

Provides a total of $2,926,000 consisting of both the 33 percent of allocable
operating expenses listed above, and the following expense which is 100 percent
attributable to electric expense.

. Provides $240,000, included above, for the Power Service Agreement with
Utah Power and Light to provide capacity and energy when required for
the safe shutdown of the IGS in the event of a “black trip”.

Miscellaneous Generating Expense

Provides $910,000 for labor, materials used and expenses incurred which are not
specifically provided for, or are not readily assignable to, other steam generation

expense accounts including:

] DWP - Direct costs for Energy Control Center costs not related to Load
Dispatching including remote energy control, directing of switching,
control of clearances, preparation of operating reports, energy accounting,
and billing.

e  Allocation of DWP Telecommunications expense in conformance with the
Cost Allocation Procedure for Operations.

Load Dispatching

Provides $600,000 for labor and expenses incurred by DWP for energy control
activities associated with scheduling of energy for Purchasers. This cost is
allocated in conformance with the Cost Allocation Procedure for Operations.
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2.0

560

562

OPERATIONS (Continued)

Supervision and Engineering (Transmission)

Provides $1,038,000 for labor and expenses incurred in the general supervision
and direction operation of the Southern Transmission System, including;:

IPSC — 50 percent of direct costs for Intermountain Converter Station
Manager, engineering, clerical, and warehouse. ‘The remaining 50 percent
is charged to Maintenance Supervision (Account 568).

DWP — 50 percent of direct costs for Adelanto Converter Station
Superintendent, engineering, clerical, and warehouse. The remaining
50 percent is charged to Maintenance Supervision (Account 568).

Allocation of IPSC Administrative expense in conformance with the Cost
Allocation Procedure for Operations.

Allocation of TPSC Technical Services expense in conformance with the
Cost Allocation Procedure for Operations.

Transmission Station Operation

562.1

562.2

562.3

Intermountain Converter Station

Provides $701,000 for direct costs of labor and expenses for operation of
the Intermountain Converter Station. This includes: '

Direct cost of labor and expenses of IPSC personnel.

Intermountain AC Switchyard

Provides $239,000 for labor and expenses incurred by Intermountain
Converter Station personnel related to the operation of the Intermountain

AC Switchyard.
Adelanto Converter Station

Provides $1,884,000 for the direct costs of labor and expenses incurred by
DWP personnel for operation of the Adelanto Converter Station. Also

includes:

. Allocation of DWP Telecommunications expense in conformance
with the Cost Allocation Procedure for Operations.
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2.

563

OPERATIONS (Continued)

562.4 Adelanto Switching Station
Provides $194,000 for IPA share of operation costs of the Adelanto
Switching Station. This amount is based on the operation budget for the

Station and the TPA Percentage as defined in the Adelanto Interconnection
Agreement. The IPA percentage is currently 68.42 percent.

562.5 Gonder Substation

Provides $2,000 for billing frorﬁ the Sierra Pacific Power Company for
labor and expenses for operation of the Gonder Substation.

562.6 Mona Substation

Provides $60,000 for billings from PacifiCorp for labor and expenses for
operation of the:Mona Substation.

Transmission Line Operations

563.1 HVDC Transmission Line

Provides $916,000 for labor, materials, and expenses for operation of the
490-mile HVDC Transmission Line, including:

. DWP — Direct costs of Transmission Section personnel for routine '
patrolling and inspection of the HVDC Transmission Line.

. Allocation of DWP Telecommunications expense in conformance
with the Cost Allocation Procedure for Operations.

563.2 Gonder Tr-ansmissidn Line

Provides $246,000 for labor, materials, and expenses for operation of the
144-mile Gonder Transmission Line, including:

0 DWP — Direct costs of Transmission Section personnel for routine
' patrolling and inspection of the Gonder Transmission Line.

. Allocation of DWP Telecommunications expense in conformance
with the Cost Allocation Procedure for Operations.
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2. OPERATIONS (Continued)

566

454

563.3 Mona Transmission Lines

Provides $429,000 for labor, materials, and expenses for operation of the
two Mona Transmission Lines, each 50 miles, including:

e DWP - Direct costs of Transmission Section personnel for routine
patrolling and inspection of the Mona Transmission Lines.

o Allocation of DWP Telecommunications expense in conformance
with the Cost Allocation Procedure for Operations.

Miscellaneous Transmission Expense

Provides $399,000 for DWP labor, materials, and expenses related to transmission
headquarter expenses, shop time, and other transmission expenses not provided
for elsewhere and which cannot be charged directly to a specific line. Costs are
allocated to the NTS and STS in accordance with the Cost Allocation Procedure

for Operations.

Revenues

Provides a credit of $330,000 for miscellaneous revenues. Examples of
miscellaneous revenues are payment for salvage, sale of energy, other minor

leases or rentals, and use of transmission line rights-of-way.

3. MAINTENANCE

- 510

Supervision and Engineering (Generating Station)

Provides $4,587,000 for labor and expenses incurred for general supervision,
engineering, and staff related to maintenance of steam generation facilities,

including:

o IPSC — Direct costs for Maintenance Department’s supervisory, clerical
and planning personnel.
o Allocation of IPSC Administrative expense in conformance with the Cost

Allocation Procedure for Operations.

o Allocation of IPSC Technical Services expense in conformance with the
Cost Allocation Procedure for Operations.
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3.

MAINTENANCE (Continued)

511

512

513

Structures (Generating Station)

Provides $3,020,000 for labor, materials, and expenses for maintenance of steam
generation structures, including: .

. IPSC - Direct costs of Maintenance Department personnel for preventive
maintenance and repair of steam generation structures.

o Allocation of IPSC Warehouse expense in conformance with the Cost
Allocation Procedure for Operations.

. DWP — Direct costs of System Protection personnel for maintenance of
structures. '

Boilers (Generating Station)

Provides $9,950,000 for labor, materials, and expenses incurred in the
maintenance of boiler plant equipment, including:

. IPSC — Direct costs of Maintenance Department personnel for preventive
maintenance and repair of boiler plant equipment. See Appendix A for
scheduled unit shutdowns.

. Allocation of IPSC Warehouse expense in conformance with the Cost
Allocation Procedure for Operations.

. DWP — Direct costs of System Protection personnel for maintenance of
boilers.

Electric Plant (Generating Station)

Provides $8,531,000 for labor, materials, and expenses for maintenance of electric
plant (engines and engine-driven generators, turbogenerator units, and accessory

electric equipment), including:

o IPSC - Direct costs of Maintenance Department personnel for preventive
maintenance and repair of electric plant equipment. See Appendix A for
scheduled unit shutdowns.

o’ IPSC - Direct costs of Technical Services personnel for maintenance of
instruments and controls.
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3.

MAINTENANCE (Continued)

514

568

DWP — Direct costs of System Protection personnel for maintenance of
protective relay equipment.

Allocation of IPSC Warehouse expense in conformance with the Cost
Allocation Procedure for Operations.

Miscellaneous Plant (Generating Station)

Provides $5,084,000 for labor, materials, and expenses incurred in the
maintenance of miscellaneous power plant equipment, including:

IPSC — Direct costs of Maintenance Department personnel for preventive
maintenance and repair of miscellaneous power plant equipment.

Allocation of IPSC Warehouse expense in conformance with the Cost
Allocation Procedure for Operations.

DWP — Direct costs of System Protection personnel for maintenance of
miscellaneous plant. :

Supervision and Engineering (Transmission)

Provides $947,000 for labor and expenses incurred in the general supervision and
direction of maintenance of the transmission system. '

Does not include costs for personnel engaged in direct supervision of specific
jobs, including: ) '

IPSC - 50 percent of direct costs of Intermountain Converter Station
Manager, engineering, clerical and warehouse activities. The remaining
50 percent is charged to Operation Supervision (Account 560).

DWP - 50 percent of direct costs for Adelanto Converter Station
Superintendent, engineering, clerical, and warehouse activities. The

remaining 50 percent is charged to Operation Supervision (Account 560).

Allocation of [PSC Administrative expense in conformance with the Cost
Allocation Procedure for Operations.

Allocation of IPSC Technical Services expense in conformance with the
Cost Allocation Procedure for Operations. :
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3. MAINTENANCE (Continued)
569 Transmission Station Structures
569.1 Intermountain Cor_lverter Station

Provides $53,000 for labor, materials, and expenses incurred by IPSC
Converter Station personnel for maintenance of Intermountain Converter

Station structures.

569.2 Intermountain AC Switchyard

"l
;

-
’l

No funds are provided this year for labor, materials, and expenses incurred |
by IPSC Converter Station personnel for maintenance of station structures
located in the Intermountain AC Switchyard.

569.3 Adelanto Converter Station

Provides $305,000 for labor, materials, and expenses incurred by DWP
Converter Station personnel for maintenance of Adelanto Converter

Station structures.

569.4 Adelanto Switching Station

. No funds are provided this year for labor, materials, and expenses
incurred by DWP’s Building Maintenance personnel for maintenance

of Adelanto Switching Station structures.

570 Transmission Station Equipment

570.1 Intermountain Converter Station

Provides $315,000 for labor, materials and expenses for maintenance of
general and electrical station equipment located at the Intermountain

Converter Station, including:

o IPSC - Direct-costs. of Converter Station personnel for
maintenance of station equipment.

. Allocation of IPSC Warehouse expense in conformance with the
Cost Allocation Procedure for Operations.
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3.

MAINTENA

570.2

570.3

570.4

NCE (Continued)

Intermountain AC Switchyard

Provides $352,000 for labor, materials, and expenses for maintenance of
general and electrical station equipment located in the Intermountain AC
Switchyard, including:

° IPSC - Direct costs of Converter Station personnel for
maintenance of station equipment.

. DWP - Direct costs of System Protection personnel for
maintenance of protective relay equipment. '

Adelanto Converter Station

Provides $1,740,000 for DWP-Adelanto Converter Station for labor,
materials and expenses, and overheads incurred for maintenance of
general and electrical station equipment, including:

DWP - Direct costs of System Protection personnel for maintenance of
station equipment.

Adelanto Switching Station

Provides $81,000 for labor, materials and expenses, overhead incurred for
maintenance of general and electrical station equipment located in the
Adelanto Switching Station. This estimate represents an amount equal to
IPA capacity, which is presently rated at 68.42 percent, including:

. DWP - Direct costs of System Protection personnel for
maintenance of protective relay equipment.

571 Transmission Lines

5711

HVDC Transmission Line

Provides $702,000 for labor, materials, and expenses incurred by DWP
Transmission Section personnel for maintenance of the 490-mile HVDC
Transmission Line including line and tower equipment, roads, and rights-

of-way.
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3. MAINTENANCE (Continued)

571.2 Gonder Transmission Line

571.3

Provides $137,000 for labor, materials, and expenses incurred by DWP
Transmission Section personnel for maintenance of the 144-mile Gonder
Transmission Line including line and tower equipment, roads, and rights-
of-way. Also includes direct costs of DWP System Protection personnel
for maintenance of protective relay equipment associated with the Gonder

Transmission Line.
Mona Transmission Lines

Provides $137,000 for labor, materials, and expenses incurred by DWP
Transmission Section personnel for maintenance of the two Mona
Transmission Lines, each 50 miles long, including line and tower
equipment, roads, and rights-of-way. Also includes direct costs of DWP
System Protection personnel for maintenance of protective relay
equipment associated with the Mona Transmission Lines. '

4. RENEWALS AND REPLACEMENTS

A.

Additions and Betterments

Provides $23,465,000 for capital equipment and engineered improvements for
Intermountain Generating Station, AC Switchyard, Intermountain Converter

Station, Mona Substation, and Microwave Communication System. Amounts are -
to be deposited in the Renewals and Replacement Account of the Reserve and

Contingency Fund.
This includes:

IPSC - Direct costs of labor, material, and contract services.
IPSC - Allocated costs of IPSC Support Services.
IPSC - Allocated costs of IPSC Engineering and Technical.

DWP - Direct costs for engineering as well as review of design and
drawings, and quality assurance. '
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4.

B.

RENEWALS AND REPLACEMENTS (Continued)

. Generating Station major improvements:
» Distributed control system replacement
ID fan drive replacement
Air heater element replacement
Unit 1 generator Generex
Cooling water line
Cooling tower stack
Replace Bentley-Nevada vibration system
Flame scanner replacement

Joint Coal Venture — Capital

Provides $7,000,000 for capital expenditures associated with the joint coal
ventures: the Crandall Canyon Project and the West Ridge Project. An additional
amount is included for the negotiated purchase of a coal reserve adjacent to the
Crandall Canyon Project.

Coal Property Acquisitions and Improvements

Provides $100,000 for other anticipated acquisition of joint property interests
similar to the Crandall Canyon Project and the West Ridge Project, as well as
development costs at other IPA-owned properties.

LABOR INDIRECTS (PSC)

408

925

- 926

Payroll Taxes

Provides $2,560,000 for IPSC employer matching contributions to Social Security
(FICA) and contributions to both Federal and State of Utah unemployment

insurance funds.

Workers’ Compensation

Provides $225,000 for all costs related to compensation of IPSC employees who
are injured on the job. Workers’ Compensation has been self-insured since

August 1988.

Employee Benefits

Provides $15,279,000 for IPSC employee benefits which include health and
dental plans, wellness benefit, long-term disability benefit, performance bonus
plan, insurance coverage (life, travel, accidental death and dismemberment) and

- employer contributions to the (401K) savings plan and the pension plan. Funds
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5. LABOR INDIRECTS (IPSC) (Continued)

are also currently being set aside for prefunding of Other Post Retirement
Benefits, including IPSC Retirees Health Care.

6. TAXES

408.1

408.2

408.3

4084

Gross Receipts Tax

Provides $5,515,000 for payment of taxes levied by the State of Utah as a
percentage of the Project’s gross revenues from commercial operation.
The current rate is approximately 0.8613 percent of the first $500 million
in revenues and approximately 1.3214 percent of amounts above

$500 million.

Tax liability is allocated among the components in conformance with the
Cost Allocation Procedure for Operations.

In Lieu of Ad Valorem Tax (Utah)

Provides $12,924,000 for payment of fees in lieu of Ad Valorem property
taxes based on the assessed valuation of Intermountain Power Facilities
and transmission lines located within the State of Utah.

Facilities include the Generating Station and Common Facilities, Railcar
Service Center, Intermountain Converter Station and those portions of the
transmission lines and microwave system located within the State of Utah. -

Property Taxes (California and Nevada)

Provides $3,025,000 for payment of property taxes based on the assessed
valuation of those IPA-owned properties located within the States of
California and Nevada.

Facilities include the Adelanto Converter Station and those portions of the
transmission lines and microwave system located within the States of

California and Nevada.

Arbitrage Rebate Paymeﬁts

Provides $100,000 for payment of arbitrage rebate on: the 1995 Series A
and 1996 Series B Bonds; due 60 days after January 1, 2005. Arbitrage

rebate amounts apply to all IPA bonds issued after August 31, 1986, and
are calculated and paid for each such issue every five years after the date
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6. TAXES (Continued)

of issuance. The payments due are calculated pursuant to U.S. Treasury

‘Department regulations.

Arbitrage rebate payments are allocated among the project components in
conformance with the general procedures set forth in the Cost Allocation

Procedure for Operations.

7. RISK MANAGEMENT

924.1

924.2

924.3

Property Insurance

Provides $1,750,000 for payment of property insurance premiums based
on the recommendation of the Risk Management Committee. Premiums
are allocated in conformance with the Cost Allocation Procedure for
Operations. The estimates reflect a moderation of previously anticipated
significant increases in premium dollars due to a deteriorating property
insurance market for the utility industry as a whole.

Other Insurance

Provides $1,152,000 for general liabi]ity insurance; directors and officers
coverage, other insurance premiums, third-party claims not covered by
premiums or self-insurance, claims administration, and related legal

expense.

Self-Insured Losses

Provides $350,000 as reserves for self-insured losses which are defined as
those losses over $50,000 net of any insurance proceeds. Self-Insured
losses are identified separately and charged to the Risk Management line
item in accordance with procedures developed by the Risk Management
Committee. Costs are allocated in accordance with the Cost Allocation

Procedure for Operations.

8. ADMINISTRATIVE AND GENERAL

923

DWP

Provides $4,530,000 for labor, materials, contracts, and expenses incurred by
Operating Agent personnel engaged in administrative, general engineering,
accounting, billing, and risk management support activities for the Intermountain
Power Facilities. A $1,000,000 has been included for a litigation contingency in the
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8. ADMINISTRATIVE AND GENERAL (Continued)

case of Luth vs. LADWP. Costs are allocated in conformance with the Cost
Allocation Procedure for Operations.

930 IPA

Provides $3,808,000 for labor, materials, and expenses incurred by Intermountain
Power Agency Board and personnel engaged in administrative, financial,
accounting, audit, legal, public and governmental relations, and support activities
related to operations. Costs are allocated in accordance with the Cost Allocation
Procedure for Operations.

9. FIXED FUEL COSTS
501.4 Oil Purchases

Provides $500,000 for cost of fuel oil purchased for Units 1 and 2.

501.5 Transportation Cost of Coal

Provides $31,237,000 for costs related to the transportation of long-term
contract coal from the mine sites to the Generating Station. An additional
$500,000 is budgeted for the potential leasing of an additional unit-train.
The need for additional coal, possibly from more distant sources, may

- necessitate the need for more rail transport equipment. The average cost
of transportation is estimated at $5.81 per ton of coal burned. An
additional amount per ton is included to cover cost for a portion of the coal

to be delivered by truck to the plant.

Transportation agreements are in effect with the Union Pacific, Utah, and
Denver and Rio Grande Western Railroads. Trucks may be used as an
additional mode of transportation as required.

See Appendix B for backup data on coal transportation costs.

501.6 Long-Term Coal

Provides $1 19,002,000 for coal costs related to contract payments under
. minimum or guaranteed payment provisions. The average cost of long-
term coal is estimated at $22.14 per ton. See Appendix B for backup data

on long-term coal deliveries.
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10.

VARIABLE COST COMPONENT

501.7

501.8

Incremental Coal

Provides $4,135,000 for the cost of incremental coal burned for
generation.

During the fiscal year, it is estimated that a total of approximately

258,100 tons of incremental coaj will be burned for Units 1 and 2 at an
average cost of $16.02 per ton at the budgeted net capacity level of 88%.

See Appendix B for detailed backup on estimated incremental fuel
deliveries and burn. '

Transportation Cost of Coal

Provides $2,643,000 for costs related to the transportation of incremental
coal from the mine sites to the Generating Station for the budgeted net
capacity level of 88%. The average cost of transportation is estimated at
$10.24 per ton of coal burned. An additional amount per ton is included to
cover the cost of trucking coal from IPA’s co-owned mining

facilities, now budgeted to provide a larger percentage of incremental coal

burned for generation.
See Appendix B for backup data on coal transportation costs.

Average cost of incremental coal burned, including transportation, is
10.64 mills per kilowatt-hour.
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SUMMARY OF OPERATING AGENT COSTS

DWP Organization or Function

Transmission

Adelanto Converter Station
Energy Support Services
Telecommunications
Energy Control C_enter

Other System Maintenance

2004-2005 Annual Budget

Administration & Misc. Engineering Support *

Fuel Administration
Accounting and Risk Management

Capacity Contract - UP&L

* Litigation Contingency — Luth vs LADWP (Dairy Farmers’ Case)

IPF Budget 2004.doc

_34 -

Estimate
(1000°s)

$ 1,595
$ 5,233
$ 66
$ 2,044
$ 1,200
$ 323

$ 3,159

$ 1,536

$ 3,573

$ 240

$18.969
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Intermountain Power Agency . JUN 2 2004

AT B T TRRE AT e n.n:m-j

STRTE AUSIGR

June 11, 2004

TO: IPP Participants and Interested Parties

RE: IPA Annual Budget for FY 2004-2005

Enclosed is the Intermountain Power Agency Annual Budget for
Fiscal Year 2004-2005.

The Annual Budget incorporates the Operating Budget, prepared by
the Los Angeles Department of Water and Power as Operating Agent
for the Project. The Operating Budget was previously reviewed
by representatives of each Participant, the IPA staff and
Consultants. The Operating Agent presented the Budget to the
IPP Coordinating Committee who approved it on May 24, 2004. The
IPA Board of Directors adopted this Annual Budget at its regular
meeting held the same day.

The Annual Budget serves as the basis for billing power costs to
the power purchasers. The Budget will be reviewed periodically
throughout the fiscal year and will be revised if necessary to
ensure that revenues are adequate to cover all costs.

Appreciation is extended to the staff from our various
organizations that combined their efforts to plan, present, and

complete the budget in a timely and successful manner.

Sincerely,

frok ool

Reed T. Searle
General Manager

10653 South River Front Parkway, Suite 120, South Jordan, Utah 84095
(801) 938-1333  Fax (801) 938-1330



